Owing chiefly to embarrassments and difficulties growing out of the indebtedness of the Union Pacific to the Government, the progress of the reorganization committee was slow; but before the end of 1896 a plan was agreed upon which met the approval of nearly all the security-holders, and early in 1897 articles of incorporation for a new company were filed.1
Foreclosure proceedings had long been under way, and in January, 1897, the Government agreed to join in them provided the committee would guarantee a bid, at the forced sale, of a sum equal at least to the amount of the original Government bonds with interest at three and one-half per cent. This the committee consented to do, but when the decrees of the courts in the foreclosure proceedings were made public, the Government was dissatisfied with them and put in additional claims amounting in the aggregate to about $8,000,000. Further negotiations delayed the final sale until November 2, 1897, when the financing syndicate, headed by Kuhn, Loeb &
1 "The plan of reorganization was a strong one. It reduced fixed charges from over $7,000,000 to under $4,000,000, with an eventual lower limit of $3,000,000, and this amount such good authorities as Messrs. Mink and Clark pronounced the road safely able to earn, in spite of the reduction of its mileage. ... It gave to each class of securities a claim to interest strictly proportional to the earning capacity of the road, and added to this a preferred stock on which no payment was to be paid unless earned; while it provided for a liberal assessment upon stockholders and attempted no funding of the current liabilities incurred during the past troubled years/* (Railroad Reorganization: The Union Pacific, by Stuart Daggett, pp. 252-54.)